ORI i

TO: Docket Control

FROM: Steven M. Olea
Director

Utilities Division
DATE: September 28, 2012

RE: SUPPLEMENT TO STAFF REPORT ISSUED ON JULY 19, 2012,
REGARDING CIENEGA WATER COMPANY INC.’S — APPLICATIONS
FOR A PERMANENT RATE INCREASE AND FINANCING APPROVAL
(DOCKET NOS. W-02034A-11-0194 AND W-02034A-11-0195)

On August 31, 2012, a Procedural Order was issued directing Staff to file a supplement to
its Staff Report for Cienega Water Co., Inc.’s applications for a permanent rate increase and
financing approval by September 28, 2012. Staff member Crystal Brown provided the responses

to questions 2, 5, 6, 8 and 9. Staff member Del Smith provided the responses to questions 1, 3, 4
and 7.

Pursuant to that Procedural Order, Staff hereby submits the attached supplement.
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Service List for: CIENEGA WATER COMPANY, INC.
DOCKET NOS. W-02034A-11-0194 AND W-02034A-11-0195

Ms. Debra Kilgore, Vice President
Cienega Water Company, Inc.

PO Box 3518

Parker, Arizona 85344

Mr. Steven M. Olea

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007



ARIZONA CORPORATION COMMISSION
STAFF’S SUPPLEMENT TO
THE STAFF REPORT ISSUED ON JULY 19, 2012
FOR
CIENEGA WATER COMPANY, INC.
DOCKET NOS. W-02034A-11-0194 & W-02034A-11-0195

SEPTEMBER 28, 2012

When will the RV Park be disconnected from the system?

Response: The Cienega Water Company, Inc. (“CWC” or “Company”) has
estimated that in six to eight weeks the ADEQ Approval of Construction will be
issued at which time the RV Park will be disconnected from the Cienega Water
Company system.

The Staff Report indicates that the well that the RV Park will use is owned by Cienega
Development Corp.

a. Is Cienega Development Corp. affiliated with CWC and/or the RV Park?

b. Is the RV Park affiliated in any way with CWC?

Response:
(a) Yes. Cienega Development Corp. owns CWC and the RV Park.
(b) The Owner of CWC also owns the RV Park.

Will Cienega Development Corp or the RV Park be the permit holder of the new transient
water system?

Response: Cienega Development Corp will be the permit holder of the new
transient water system.

Why is the new well that the RV Park plans to utilize not appropriate for use by the
residential users?

Response: The well selected to serve the RV Park also exceeds the MCL for
fluoride.

Regarding the Disconnection of RV Park:

a. Is it in the public interest for the RV Park to be disconnected from the system and
operated as a separate system?
b. Does the proposed transaction implicate a sale or transfer of utility assets or affect

the Certificate of Convenience and Necessity of CWC?

Response:
(a) Yes, it is in the public interest for the RV Park to be separated and operated as a
separate system due to the high cost of treating the water for the RV Park. If the



RV Park were not disconnected, then CWC would have to purchase, install, and
operate a centralized water treatment plant at a very high cost. Further, because
CWC currently has approximately 53 “captive” customers (i.e., as opposed to the
RV Park customers who are not “captive” because they can go to any RV park they
choose), the high cost of the centralized water system would place a heavy financial
burden on primarily the captive customers of CWC. Consequently, it is in the
public interest to disconnect the RV Park.

(b) The well that is used to serve the RV Park is owned by the RV Park, it is not an
asset of CWC. The proposed transaction, which will allow the RV Park to only
provide service to itself, does not affect CWC’s Certificate of Convenience and
Necessity.

As a “transient water system,” would the RV Park operate under the jurisdiction of the
Commission?

Response: The RV Park provision of water service is incidental to its primary
business, which is the rental of space to RV owners, whose rental periods vary. The
incidental provision of water service would not subject the RV Park to Commission
jurisdiction because the RV Park is not acting as a public service corporation.

Regarding Solutions To Fluoride Problems:

a. Were other solutions to the fluoride MCL problem considered?

b. If, so, why was the POU filter solution considered the best solution?
c. If not, why not?

Response:

(a) & (b) Yes, other solutions to the fluoride problem were considered. CWC
considered installing a centralized water treatment plant however it was very costly.
After meeting with ADEQ the Company concluded that a point-of-use system would
be a better option for the Company. In order to make the system work, the RV
Park would have to be completely removed from the Cienega Water system. The
point-of-use treatment units would be used to serve the permanent home sites
(which would continue to be served by CWC), while the RV Park would be served
by a mew separate water system consisting of a new storage tank, well pump
connection and booster pumps. Separating the RV Park water system and applying
for it to be classified as a Transient, Non-Community water system was the most
practical alternative.

(c) N/A



Regarding Effective Dates of New Rates and Charges:

a. Should the effective date of new rates and charges be coordinated with the
disconnection of the RV Park?

b. If not, would the Company potentially over-collect its authorized revenue
requirement?

Response:

(a) No.

(b) Staff’s revenue requirement including the WIFA loan surcharge, were set
without revenues, expenses, or customer counts from the RV Park, therefore, the
Company would not over-collect.

Staff recommends that the WIFA loan surcharge mechanism include an allowance for the
income taxes associated with the additional surcharge revenue, and that surcharge funds
be deposited in an interest-bearing account and used solely for payments to WIFA.

a. Should the loan surcharge revenues also be available for the payment of income
taxes associated with the surcharge revenues?

If not, why not?

Does WIFA require the maintenance of a loan reserve?

If so, does the Staff proposed WIFA surcharge mechanism address a loan reserve?
If not, why not?

o e o

Response:

(a) Yes.

(b) N/A

(¢) Yes.

(d) No.

(e) Including a provision for the reserve fund in the surcharge would cause
customers to over pay by an amount equal to one year of principal and interest for
the loan.

The loan reserve fund is a fund that the Company pays into for five years. After the
five years, the balance will equal one year of principal and interest payments for the
loan. The reserve fund is to be used as a “last resort” measure when the Company
does not have enough cash available to pay the monthly principal and interest or to
pay the final year of loan payments.

In this case, Staff has set base rates so that the Company will have enough cash to
pay operating expenses and contingencies. Further, Staff has calculated the WIFA
loan surcharge so that the Company will have enough cash to pay the monthly
principle and interest on the loan for its entire 20 year term. Moreover, the
Company can apply for a permanent rate increase to pay for increases in operating
expenses or, if it has an unforeseen emergency that causes a financial hardship, it
can obtain emergency rate relief.



The balance of the reserve fund is applied at the end of the loan (e.g., if the loan is 20
years; it is applied at the beginning of the 20" year). Consequently, since the
Company will be collecting from customers the last year of principle and interest
through the base rate/WIFA loan surchargel and there is no requirement to
terminate the base rate/surcharge during the last year of the loan, Staff does not
include a provision for the loan reserve fund in the calculation of the surcharge
because it would cause customers to pay for the last year of the loan twice, (1) once
through the surcharge that was designed to pay the entire cost of the loan over 20
years and (2) once through a debt service provision that is the equivalent of
requiring customers to pay for one additional year for the loan (i.e., the customers
would pay for 21 years rather than for 20 years) as shown in the table below:

! When the Company files for a permanent rate increase, the WIFA loan surcharge will be terminated and the
principle and interest on the WIFA loan will be recovered through the monthly customer charge and commodity

rates.



Line

No.
1 | Amount of Loan $50,000
2 | Length of Loan 20 Years
3 | Interest Rate 4.5%
Col A Col B Col C Col D Col E Col F Col G
Total
Principle,
Total Annual Interest, & Amount
Principle & Debt Debt Customers
Annual Annual Interest Reserve Service Over-Pay
4 Year Interest Principle Col B+ Col C Payment | ColD+ColE | Col F-ColD
5 1 $2,217.71 $1,578.18 $3,795.90 $759.18 | $4,555.08 $759.18
6 2 $2,145.21 $1,650.68 $3,795.90 $759.18 | $4,555.08 $759.18
7 3 $2,069.38 $1,726.52 $3,795.90 $759.18 | $4,555.08 $759.18
8 4 $1,990.06 $1,805.83 $3,795.90 $759.18 | $4,555.08 $759.18
9 5 $1,907.11 $1,888.79 $3,795.90 $759.18 | $4,555.08 $759.18
10 6 $1,820.33 $1,975.56 $3,795.90 $0 $3,795.90 $0
11 7 $1,729.58 $2,066.32 $3,795.90 $0 $3,795.90 $0
12 8 $1,634.65 $2,161.25 $3,795.90 $0 $3,795.90 $0
13 9 $1,535.36 $2,260.53 $3,795.90 $0 $3,795.90 $0
14 10 $1,431.52 $2,364.38 $3,795.90 $0 $3,795.90 $0
15 11 $1,322.90 $2,473.00 $3,795.90 $0 $3,795.90 $0
16 12 $1,209.29 $2,586.61 $3,795.90 $0 $3,795.90 $0
17 13 $1,090.46 $2,705.44 $3,795.90 $0 $3,795.90 $0
18 14 $966.17 $2,829.73 $3,795.90 $0 $3,795.90 $0
19 15 $836.17 $2,959.72 $3,795.90 $0 $3,795.90 $0
20 16 $700.20 $3,095.69 $3,795.90 $0 $3,795.90 $0
21 17 $557.99 $3,237.91 $3,795.90 $0 $3,795.90 $0
22 18 $409.24 $3,386.66 $3,795.90 $0 $3,795.90 $0
23 19 $253.66 $3,542.24 $3,795.90 $0 $3,795.90 $0
24 20 $90.93 | _$3.704.97 _$3,795.90° $0 $3.795.90 $0
25 Total $25,917.93 | $50,000.00 $75,917.92 | $3,795.90 $3,795.90

$79,713.83




CALCULATION OF EXCESS FUNDING PROVIDED BY RATEPAYERS

Rate Payer Funding Including Contributions to Reserve Balance: $79,713.83 (Col F, Line 25)
Less: Total Loan Service Funding Required Over 20-Year Period:$75.917.92 (Col D, Line 25)
Excess Funding Provided by Rate Payers: $ 3,795.50%° (Col E, Line 24)

Staff has not recommended including a component to collect the WIFA reserve funding
from ratepayers for the aforementioned reasons. However, in the event that the
Commission decides to authorize the pass through of such reserve funding, Staff
recommends the following:

1. That the Company be required to draw down the entire loan within six months

2. That the Company be required to file a new rate case within four years*. The WIFA
loan surcharge would cease being billed to customers upon issuance of the
Commission’s order in this new rate change filing.

3. That the Company be directed to record the customer-provided WIFA reserve
funding in NARUC Account No. 253, “Other Deferred Credits” as soon as it begins
collecting revenue from the surcharge. That the deferred credit be clearly noted as
“Customer Provided Funding for WIFA Reserve Fund” on the Company’s books
and records, and that the net balance in this account will continue to be shown as a
regulatory liability until the balance is fully amortized or otherwise credited back to
ratepayers.

This deferred credit balance would be recognized as a reduction to rate base in the
new rate change filing. The amortization expense related to this deferred credit is to
be used to offset depreciation expense’.

The ratepayer-contributed WIFA reserve funding balance will only be used to
reduce the rate base to the extent that it does not result in a negative amount;
however, the amortization of the entire balance will be used as an offset to
depreciation expense.

If the annual WIFA reserve payment of $759.18 were included in the calculation, the WIFA
loan surcharge would increase by $1.46, from $7.27 to $8.73. Staff’s calculation is shown
on the attached Schedule CSB-7a.

2 Represents over-funding by ratepayers since this 20® payment is effectively covered by applying the funds of the
reserve.

? Net of income tax consideration.

4 Staff contemplates that its recommendation to file a rate case after four years along with an approximate one year
to process the rate case will coincide with the five years over which WIFA collects the reserve fund.

5 Staff’s ratemaking treatment is similar to that of a contribution which is also non-investor provided capital.



ADDITIONAL DOCUMENTS REQUESTED - ADEQ DOCUMENTS

In addition to the responses to the questions set forth above, Staff was ordered to provide copies
of any ADEQ documents referenced in its July 19, 2012, Staff Report which were not included
in the Application.

Response: See Exhibits 1 through 5 attached.

Exhibit 1: CSR (dated February 17, 2012) Referenced on Page 9 in Footnote 15.

Exhibit 2: Sanitary Survey (inspection date March 15, 2011) Referenced on Page 9 in Footnote
16.

Exhibit 3: ADEQ Documentation (dated June 30, 2011) Referenced on Page 9 in Footnote 17.

Exhibit 4: ADEQ Letter of Approval of POU (dated March 7, 2011) Referenced on Page 17 in
Footnote 27.

Exhibit 5: ATC for new Cienega Springs RV Park Water system Referenced on Page 18 in
Footnote 28.



Cienega Water Company Schedule CSB-7a
Docket Nos. W-02034A-11-0194 & W-02034A-11-0195 Page 1 of 3
Test Year Ended December 31, 2010

Line

No.

-

CALCULATION OF SURCHARGE - Including Reserve Fund Payments
WIFA Loan for Point of Use Water Treatment Units

WIFA Loan Amount for Point of Use Water Treatment Units $ 50,000 From SchCSB-7,P.2

Term 20 Years From Sch CSB-7, P. 2

Interest Rate* 4.50% From Sch CSB-7,P. 2

Total Annual Interest, Principal, & Reserve Fund Payments™* $ 4,555 From Sch CSB-7, P. 2 & Line 51

Annual Income Tax Component of the Surcharge Revenue $ 1,205 From Line 57

Total Annual Surcharge Revenue Requirement for the Loan ~$ 5760 Line7+Line9

Total Equivalent Annual Bills 660  From Line 37

5/8"x 3/4" Meter Surcharge Amount $ 5760 + 660 = $ 8.73

3/4" Meter Surcharge Amount $ 873 x 15=§ 13.09

1" Meter Surcharge Amount $ 873 x 25 = § 2182

1 1/2" Meter Surcharge Amount $ 873 x 50 = § 43.64

2" Meter Surcharge Amount $ 873 x 60 = $ 69.82

3" Meter Surcharge Amount $ 873 x 16.0 = $§ 139.64

4" Meter Surcharge Amount $ 8.73 x 250 = § 218.19

6" Meter Surcharge Amount $ 8.73 x 500 = § 436.39

Meter Number of Customer Equivalent Equivalent Monthly Yearly Total

Size Customers Multiplier Customers No. of Bills  Surcharge Surcharge Amount

5/8" x 3/4" Meter 55 1 55 660 $ 8.73 $ 104.73 $ 5,760.29

3/4" Meter - 1.5 - - 13.08 - -

1" Meter - 2.5 - - 21.82 - -

11/2" Meter - 5 - - 43.64 - -

2" Meter - 8 - - 69.82 - -

3" Meter - 16 - - 139.64 - -

4" Meter - 25 - - 218.19 - -

6" Meter - 50 - - 436.39 - -
TOTAL 55 55 660 $ 5,760.29

* Staff notes that, although the Company proposed a range of interest rates from 2% to 5.25%,
as of April 11, 2012, the interest on a WIFA loan for Cienega would be 4.0 percent.
Therefore, Staff has used a conservative 4.5 percent interest rate in its calculations.

**Annual Reserve Fund Component: $3,795.90 / 5 Years = § 759.18
Annual Income Tax Component of the Surcharge Revenue calculated as follows:
0.26459 From Sch CSB-7, Page 3

X _$ 4,555 Multiplied by: Annual Principal Payment on Loan (Line 7)
$1,205.21 Annual Income Tax Component of the Annual Surcharge Revenue



Cienega Water Company Schedule CSB-7
Rocket Nos. W-02034A-11-0194 & W-02034A-11-0195 Page 2 of 3
Application For Financing

Loan Amount Requested $50,000

Down Payment: $0
Amount Financed: $50,000
Number of years: 20 Compounding Periods: 12

Interest rate (r): Lo aB0% _ ‘ APR 4.59%

LOAN AMORTIZATION SCHEDULE

Payments
Beginning- End-of-month
Loan of-month Interest Principal principal Annual Annual Annual
payment principal [re(2)) [(1)- (3N [(2) - (4] Interest Principal Debt Payment
Period m (2) 3 4) (5 (6) 4] (8)

1 $316.32 $50,000.00 $187.50 $128.82 $49,871.18

2 316.32 49,871.18 187.02 128.31 49,741.87

3 316.32 49,741.87 186.53 129.79 49,612.07

4 316.32 49,612.07 186.05 130.28 49,481.80

5 316.32 49,481.80 185.56 130.77 49,3561.03

6 316.32 49,351.03 185.07 131,26 49,219.77

7 316.32 49,219.77 184.57 131.76 49,088.02

8 316.32 49,088.02 184.08 132.24 48,955.77

9 316.32 48,955.77 183.58 132.74 48,823.03
10 316.32 48,823.03 183.09 133.24 48,689.80
11 316.32 48,689.80 182.59 133.74 48,556.06
12 316.32 48,556.06 182.09 134.24 48,421.82 2,217.71 1,578.18 3,795.90



Cienega Water Company
Docket Nos. W-02034A-11-0194 & W-02034A-11-0195
Test Year Ended December 31, 2010

GRCF = 1
1- Effective incremental income tax rate

GRCF = 1.264587 From Schedule 3, P.5, Line 6
Incremental Income Tax Factor = GRCF - 1

= 0.26459

Schedule CSB-7
Page 3 of 3



EXHIBIT 1

Arizona Department of Environmental Quality
Drmkmg Water Monitoring and Protection Umt
Mail Code 5415B-2 o
1110 West Washmgton Street
Phoenlx AZ 85007

Drinking Water Comphance Status Report

’ vsmm Name - System Type . Is system consecutive?
" CIENEGA WATER COMPANY INC - Community { ]| Yes, ‘
System ID # . "Non-transient Non-community o PWS# .
R 15002 ' o Transient Non-community ‘No -
- Overall compliance status ) No major deficiencies Major deficiencies
‘Monitoring and Reporting status | No maijor deficiencies ‘| Maijor deficiencies

Comments: The PWS has an unresolved fluoride MCL, has been |ssuing public notice, and samplmg on
a quarterly basns as required by rule for an MCL

OJ)_oraﬁon and Maintonance status Dl No major deﬁclenc:es | E[ Major deficiencies
Date of last Sanitary Survey | 3-15-11 | Inspector | Deborah Schadewald, PHX :
Major unresolved/ongoing operation and maintenance deﬁcien::les
) '[] unable to maintain 20psi [} inadequate storage
] cross connection/backflow problems . [ surface water treatment rule
[ treatment deficiencies C]ATC/AOC -
[1 certified operator . [ other= .

Comments: Doubled storage and moved tank without an ATC/AOC, and added RV Park to system
without an ATG/AOC; however; an AOC was issued on 04/01/09: “The sysiem received an ATC on
9/29/10 to Install fiuoride treatment. Recommendatlon operators certification not current.-

Is an ADEQ administrative order In effect? - ' I I YesJ ™1 No

"1 Comments: CV 83-23801 - Civil Judgernent is for the exceedence of the MCL for fluoride. Not

complying with consent judgement, referrlrltto Aftorney General

| . : Sys;tem Informatlon ,
Population Served : : 265 .
Service Connections . 60
. Number of Entry Points to the Distribution System . 1
Number of Sources . 2
initial Monitoring Year - - 1995
Monitoring Assistance Program (MAP) System — X [Yes | T INo

: . T 04 )
Evaluation completed by -| Denna Calderon, Manage?i&/

Drinking Water Momtormg and Prptectuon Unit

Phone - 602-771-4641 - ' |.February 17,2012 j

Ll | Based upon data submitted by the water. system ADEQ has determined that this system is
currently delivering water that meets water quality standards required by 40 CFR.141/Arizona".
Administrative Code, Title 18, Chapter 4, and PWS Is in compliance.

Xl | Based upon the monitoring and reporting deficiencies noted above, ADEQ cannot determine if

this system Is currently delivering water that meets water quality standards required by 40 CFR
141/Asizona Administrative Cods, Title 18, Chapter 4, and/or PWS is-not in compliance. -

"X | Based upon the operation and maintenance deficiencies noted above, ADEQ cannot determine If

this system is currently delivering water that meets water quality standards required by 40 CFR
141/Arizona Administraﬁve Code, Title 18, Chapter 4, and/or PWS is not ln compliance.

This compllance status report does not guarantee the water quality for this system in the future,
and does not reflect the status of any other water system owned by this utility company.

Revised March 2009




EXHIBIT 2

ARIZONA DEPARTMENT v f“’“‘%,
, OF : &

ENVIRONMENTAL QUALITY 3 8 L

1110 West Weshington Street + Phoenix, Arizona 85007 ' S

S {602) 771-2300 = www.azdeg.gov Hengrzmba"wnn
Apnl 21,2011
Cienega Water Company, Inc.
Attn: Debbie Kilgore
POBox 3518
Pnku,AZ85344

RE: Cienega Water Cdmpany, Parker, Arizona
Public Water System (PWS) AZ0415002
ICE Database Inspection Identification Number 171059

Dea.rMstlore
g ,,,09

On March 15, 2910’, an inspection of the Cienega Water Company water system was performed
to evaluate the site’s compliance with the Arizona Revised Statute (A.R.S.) §49-351 et seq. and
Arizona Administrative Code (A.A.C.) R18-4-101 et seq and A.A.C. R18-5-101 et seq.

Deficiencies were noted during the course of the physical inspection andrécommendahons were
made. ADEQw111takenoﬁnhaachonasarwultofthxsmspecuon,thlswhondoesnotaﬁ‘ectany

previous actions or cases.

If you have any questions regardmg the enclosed report, please feel free to contact me directly at
(602) 771-2225, or by e-mail at DS11@azdeq.gov. '

Sincerely,

Deborah Schadewald-Kohler

Environmental Program Specialist
Water Quality Compliance Field Services Unit

Encl: wm photos
Sanitary -Survey
Ct_necklist

cc Eleanor Stephan, Operator, 7804 Riverside Drive, Parker, AZ 85344
La Paz County Health Department, Attention: Dave Boatwright, Sanitarian Aide, 1112 Joshua
Ave. #206, Parker, AZ 85344 .
Donna Calderon, Manager, Drinking Water Monitoring and Protecuon Umt

WQCFSU Reading File
PWS File AZ0415002

Martharm Danirnal AfFire Sauthern Reaional Office
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Ci ater Company, PWS AZ0415002
Aﬁé‘ )2011 '
Page 20f 4 '

ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY
WATER QUALITY DIVISION - COMPLIANCE SECTION
FIELD SERVICES UNIT
INSPECTION REPORT-DRINKING WATER

Facility: Cienega Water Compeny - System No: AZ0415002
Inspected By: Deborah Schadewald-Kohler Inspection Date: Merch 15, 20347 [ &%
Accompanied By: Debbi_e Kilgore - County: La Paz '
Number of Plants /Wells: 1/2 System Grade: Grade ] Treatment
f : Grade 1 Distribution '
Certified Operator: Eleanor Stephan Opersator Gmde: Grade 1 Treatment
' Grade 1 Distribution _

Population/Service Connections: 265/60
The system is in compliance with the following ADEQ requirements:
YES [NO |N/A | UNKNOWN

"

1. | A certified operator is employed by the owner per
ADEQ regulations. '

2. | The system meets ADEQ monitoring and reporting
3. | This system meets ADEQ requirements for operation X
and maintenance of the physical facilities.

Inspection Purpose and Scope:

This was an announced routine inspection to determine the facilities compliance status under Arizona
Administrative Code (A.C.C.) R18-4-101 et seq and R18-5-101 et seq.

Facility Description:

This is a community water system serving a RV Park in Parker, Arizona. The system consists of two -
active wells, one chlorinator, four 5000 gallon storage tanks with automatic leveler and distribution
system. Ihxssystemxspmnﬂywmhngw:thADEwaardremedmgaﬂmndeexcecdance

AccordmgtotheAnzonaDepamnentofWaterstomccs (ADWR) database wells 2 and 3 were
installed June 7, 1982 and are registered as #55-617676 and #55-617677 to Cienega Water Co.




_ 11. 93
Ci ater Company, PWS AZ0415002

Aprif29:2011
Page'96f4

Physical Inspection
The inspection of the systcmfoundmmordeﬁclencws in the opcratmnormamtcnanceofthc
components.

_Wellzwaslabcledahdlmkedinamnaﬂfencedcompomdmpmvemmmpermg.ﬂerewemcmks '

in the slab that needed to be caulked with siticon caulk. The casing, vent, and sample tap were in
good condition. The cover had openings near the wires which needed to be sealed with silicone caulk.

Well 3 was labeled and locked in  small fenced compound to prevent tampering. The cover on this
wellalsoneededtobecaulkedtopreventcontammauom The slab, casmgventandsampletapwere
in good condition A

Thestomgetankswei'elocatedonthcmmomenorth.Thefommnksandthesolm-systemwere

secured in a locked fenced compound to prevent tampering. The tanks were connected with a leveling
system and stable on concreté slabs. There was no screen on the over flow for the tanks and it was

recommended that a number 16 mesh be used. The system is run on solar power with a generator for
. back up, .
Monitoring and Reporting

This system participates in the Monitoring Assistance Program (MAP). Therefore, the system is only
required to obtain distribution system samples, and any increased momtonng parameters identified
through MAP samphng MAP samples for regulated volatile organic chemicals (VOCs), regulated
synthetic organic chemicals (SOCs), and regulated inorganic chemicals (IOCs). Because of the

~ efficiency of the program and the cost-effectiveness of the economies of scale involved, the program
wascxpandedinzecentyem'stoincludeasbestos,radionucﬁdm,nittite nitrate, and nickel. 4

The followmg isa munmary of the status of the sanmphng the Cienega water Company water system
is responsible for: - _ 4

Total Coliform
The system is required to obtain one samplc for total coliform monthly. No deficiencies were noted.

. Lead and Copper '
Thesystem:sreqmredtoobtamﬁvcsamplwforleadandoopperonatnenmalbws,dunngthe
period of June through September. The last samples were obtained in 2008 with the next samphng

scheduled ﬂns year 2013. No deficiencies were nowd.

Disinfection Byproducts (DBPs)
The system is reguired to monitor for DBPs annually. The samples are taken during the period of

June through September. No deficiencies were noted.




i
Cienega Wate: Company, PWS AZ0415002

Apnl 011
Page 461 4

- — desr e
Maximum Residual Disinfection Levels Ko MVEH borv T
The system is required to monitor for residual disinfection levels on a monthly basis, No deficiencies I
were poted.  ©

Consumer Confidence Report HOvJ mMuocH 1 P.mesfme Aelorns~
The facility is reqmred tofilea ConsmnerConﬁdence ReportbyJuly 1, annually. No deficiencies (SHDULO&}
rere noted. - . - | INGWDE
Nitrate/Nitrite W oA~ ;

The system is responmble for submitting one Nitrate sample anmually and one Nitrite sample every FE, £< )
nine years commencing in 2004 with the next sample due in 2013. No deficiencies were noted.

Complisnce Summarv

1. Momtormg and Reporting Regmrements. The facility is not in comphance w1th momtormg
and reporting teqmremems as noted.

2. Operator Certification Requirements. The fac1hty is classxﬁad as a Grade I treatment and |
distribution system, and the facility’s operator, Eleanor Stephens, holds a Grade | treatment and : !
grade I distribution system certification which expired on March 31, 2011.

3. Operation & Maintenance (O&M) Requirements. The facility was not in compliance with
the operation and maintenance requirements of the system. '

Recommendations

1.  vEnsure that the operator has updated certification.  Se€ ArrpcHeo
2. Install a number 16 mesh screen at the overflow for the storage tanks to prevent

contammatlonbymsectsorpests |

3 Ensure the slab at well 2 is sealed with silicon caulk to prevent contaminants from ']
" entering the soil near the well casing 1

4, Itlsrecommendedthatxfahosexstobeattachedtothcsamplctap,ﬂmtavacumbreaker t
be installed. : !

I%z- Co. Asouf 2-F
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EXHIBIT 3
Del Smith
From: Vivian J. Burns {Bums.Vivian@azdeq.gov}]
Sent: Thursday, June 30, 2011 3:39 PM
To: Del Smith

8ubject:k Cienega Water - inspection Report - Recomendations

Attachments: Cienega water overflow, jpg;» Cienega Water Well2.jpg
Per our meeting on June 29, 2011 concerning Cienega Water, y Jequested Cienega Water submit a statement
and pictures concerning Recommendation found on the March A2) 2011 ADEQ Inspection Report (issued April
27, 2011).

The Recommendations were:

Recommendations
L Ensure that the operator has updated certification.
2 Install a number 16 mesh screen at the overflow for the storage fanks to prevent contamination by
insects or pests.
3. Ensure the sliab atwel 2 is sealed with sicon caulk io prevent contaminants from entering the soil near the
well casing
4 Itis recommended that if a hose is 1 be attached fo the sample tap, that a vacuum breaker be installed.

Debra Kilgore senta statement to'me that read:

Al the above recommendations have been completed.

Mesh screen wes installed on overflow pipe
Hose was removed and vacuum breaker was instalied.

HWODN

Debra R. Kigore

Debraalsoaltadpdaﬁdmdﬁesaeawdwaﬂwpipeaﬁapbtums?whghesbbatwel#%asbe@mbd(see
) v o

Let me know if you are comiortable with accepting Debra’s statement and pictures.

Regards, Vivian Bums, ADEQ Water Qualily Enforcement Unit Case Manager

6/30/2011










Cienega Water Company, PWS AZ0415002
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Physical Insge&_ﬁ

The inspection of the system found minor deﬁc1enc1es in the ope:ahon or mamtenance of the
components. :

Well 2 was labeled and locked in a small fenced compound to prevent tampenng There were cracks

in the slab that needed to be caulked with silicone caulk. The casing, vent, and sample tap were in
good condition. The cover had openings near the wires which needed to be sealed with silicone caulk.

‘Well 3 was labeled and locked in a small fenced compound to prevent tampering. The cover on this
well also needed to be caulked to prevent contamination. The slab, casing vent and sample tap were
- in good condition .

The storage tanks were lodated on the hill to the north. The four tanks and the solar system were

secured in a locked fenced compound to prevent tampering,. The tanks were connected with a leveling
system and stable on concrete slabs. There was no screen on the over flow for the tanks and it was

recommended that a number 16 mesh be used. The system is uin on solar power with a generator for
back up.

Monitoring and Reporting

This system participates in the Monitoring Assistance Program (MAP). Theretore, the system 15 only

* required to obtain distribution system samples, and any increased monitoring parameters identified
through MAP sampling. MAP samples for regulated volatile organic chemicals (VOCs), regulated
synthetic organic chemicals (SOCs), and regulated inorganic chemicals (IOCs). Because of the .
efficiency of the program and the cost-effectiveness of the economies of scale involved, the program
was expanded in recent years to include asbestos, radionuclides, nitrite, nitrate, and nickel.

The following is a summary of the status of the sampling the Cienega water Company water system
is responsible for

Total Coliform
The system is required to obtain one sample for total coliform monthly. No deficiencies were noted.

Lead and Copper :
The system is required to obtain five samples for lead and copper on a triennial basis, during the
period of June through September. The last samples were obtained in 2008 with the next samphng
scheduled this year 2013. No deficiencies were noted. -

Disinfection Byproducts (DBPs)
The system is required to monitor for DBPs annually. The samples are taken during the penod of
June through September. No deficiencies were noted.



" Cienega Water Company, PWS AZ0415002
~ April 2# 2011 Page 4 of4

- Maximum Residual Disinfection Levels
The system is reqmred to monitor for residual disinfection levels on a monthly basis. No deficiencies
were noted. _

Consumer Confidence Report
The facility is required to file a Consumer Confidence Report by July 1, annually. No deﬁc1enc1cs
were noted.

Nitrate/Nitrite

The system is responsible for submitting one Nitrate sample annually and one Nitrite sample every
nine years commencing in 2004 with the next sample due in 2013. No deficiencies were noted.

.Compliance Summa_lz

1 Momtormg and Reporting Requirements. The facility is not in compliance with momtormg '

and reporting requirements as noted.

2. Operator Certification Requirements. The facility is classified as a Grade I treatment and
distribution system, and the facility's operator, Eleanor Stephens, holds a Grade 1 lreatment and
grade I distribution system certification which expired on March 31,2011.

3. Operation & Maintenance (O& M) Requi rements. The facility was not in compnﬁﬁ—e with
the operation and maintenance requirements of the system.

Recommendations

1. Ensure that the operator has updated certification.
2. Install a number 16 mesh screen at the overflow for the storage tanks to prevent
contamination by insects or pests.
3. Ensure the slab at well 2 is sealed with silicon caulk to prevent contammants from
entering the soil near-the well casing
4. It is recommended that if a hose is to be attached to the sample tap, that a vacuum breaker
- be installed.

All the above recommendations have been completed.

1 Certification has been reinstated

2. Mesh screen was installed on overflow pipe

3. Cracks were sealed with silicon caulk around well. -
4 Hose was removed and vacuum breaker was installed.

Debra R. Kilgore
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EXHIBIT 4
Del Smith
From: Vivian J. Bums [Bums.Vivian@azdeq.gov]
Sent: Thursday, October 27, 2011 11:42 AM
To: Del Smith

Subject: - Cienega Water Co - Update
Attachments: Cienega WS, Re-App, 10-11.doc; Cienega WS, Re-App, 10-11.pdf
Del,

Attached is a copy of the ADEQ approval for the installation of Point of Use units at Cienega, which expired June
7, 2011, due to Cienega not installing the units.

Also attached is a letter to Cienega from Frank Smaila dated October 4, 2011, stating the POU certification was
cancelied due to the failure to mstall by the due date.

ADEQ is waiting on Cienega to re-apply for an Approval to Install for the pomt—of-use units. Once the new
application has been received, ADEQ will decide how to deal with the empty Iot/standplpe situation.

Let me know if you have questions.
Regards,
Vivian Bumns

Vivian Burns, Water Quality Enforcement Unit Case Manager
Arizona Department of Environmental Quality

--—— ——4410-W--Washington-St, Mail-Code-5415B-1-
Phoenix, AZ 85007
(602) 771-4608
burns.vivian deg.gov

NOTICE: This e-mail (and any attachments) may contain PRIVILEGED OR CONFIDENTIAL information and is intended only for the
use of the specific Individual(s) to whom it Is addressed. It may contain information that Is privileged and confidential under state
and federal law. This information may be used or disclosed only in accordance with law, and you may be subject to penalties under
taw for improper use or further disclosure of the information in this e-mail and its attachments. If you have received this e-mail in
ervor, please immediately notify the person named above by reply e-mall, and then delete the original e-mail. Thank you. -

10/27/2011




ARIZONA DEPARTMENT
, . OF -
ENVIRONMENTAL QUALITY

1110 West Washington Street » Phoenix, Arizona 85007

(602) 771-2300 » www.azdeq.gov Beryamin H. Gruinbles
Director
March 7, 2011
. Eleanor Stephan
Cienoga Water Company
P.O,Box 3518 - |

Parker, Arizopa 86344 '

" Re:  Point of Use Application for Fluoride Reduction
a PWS No. 0415-002 - -
. ADBQ Fﬂe No. 20110007

DearMs Stephan.

The Drinking Water Failities Revicw Unit of Drinking Water Section in the Water Quality Division
has reviewed your Point of Use (POU) Application for 55-units for Cienega Springs subdivision. This
letter approves your application, Our approval is based on the application, PE sealed Design Report,
sealed drawings showing the proposed locations, NSF certification of the proposed treatment units, and
the operation & maintenance schedule that will be used. EachmuthllbeanNSF—wovedRO unit
Model No. WQC4R011-50MTLR manufactured by Kwik-Change. We should receive at least 6

. labomtoryanalymdwtzhngreslﬂmbylfune7 2011, ‘Iheteshngresuhsshouldalsobekeptonﬁleb};
i » units should be put in place at the same time and that should be confirmed

"in writing along with the initial test fesults when the Latter are submitted fo ADEQ. The construction,
sampiing, and initial testing should be completed within 90 days of this letter of approval,

Eachycaraﬁerthelmtmltestmg at least 19 units should be sampled and tested at least once. The
samples should be laboratory analyzed and results should be submitted to ADEQ. Ifmychnngemﬂns
_ protocol is desired, a written pemusmonfromADBQ should be obtamed _

It_'you have any questions or concerns, you may contact me at (602) 771-4671 or jd1@azded.gov. '

- Sincerely, "
Janak K. Desai, P.E. '
Drinking Water Facilities R.evnew Unit
Dnnlgng Water Section .
S
.ce: . Engincer
Northern Regional Office - Southern Regional Office .
1801 W. Route 66 ¢ Suite 117 . Flagstaff AZ ~- . 400 West Congress Street « Sulte 433 « Tucson, AZ
86001 .. . . o 85701
(928) 779-031 3 . (520) 628-6733

Frinted on recycled paper
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ARIZONA DEPARTMENT
| - OF
"ENVIRONMENTAL QUALITY

" 1110 West Washington Street « Phoenix, Arizona 85007

. (602) 771-2300 » www.azdeq.gov Henry R. Darwin |

) Dlrectm: . ’w

October 4, 2011 .

. |

 Ms. Eleanor Stephan g F Il[‘co . 4

Cienega Water Company P’ :

P.0.Box 3518 '

Parker, Arizona 86344 |

Re:  Cienega Water Company ’
Point-of-Use Treatment Program, PWS No 15-002

ADEQ File No 201 10007 .

Dear Ms. Stephan:

The Techmeal Engmeermg' Umt (TEU) of the Artzona Department of Envuonmental Quahty ﬁ

: : . '8 hcatlononMatCh7 !

2011 per approval letter from Mr. Janak Desa1 'Ihe approval letter approved the installation of
535 POU Units for Cienega Springs Subdivision. The 55 POU Units approved for installation .
- were Kwik-Change Reverse Osmosis Model No. WQC4R011-50MTLR. These POU Units were
to be installed by June 7, 2011 and analysis provided as to the POU Units operation. No analysis
has been received to-date. In fact, ADEQ has recelved knowledge that the POU Units have yet to

be mstalled.

Since Clenega Water Company has not provxded the reqmred mformahon w1thm the time
allocated, ADEQ respectfully requests that Cienega Water Company re-submit the Point-of-Use
Treatment Program Application. ADEQ has changed the approval procm and no longer
provides approval letters for acceptance into the program.

Tn order to be fully accepted into the Program, two (2) approval certificates must be successfully

